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SETTLEMENT GUI DELI NES

MEAL ALLOWANCES

| SSUES
| ssue One:

Whet her the paynents of neal allowances by a conpany
(the "Conmpany") constituted gross incone to the Conpany's
enpl oyees, or whether these all owances qualified for
exclusion fromgross incone as "de mnims" fringe
benefits under section 132(a)(4) of the Internal Revenue
Code (the "Code").

| ssue Two:

Subpart A: If the Conpany's neal allowances were
gross inconme to its enployees, whether these all owances
constituted wages for federal enploynent tax purposes--
Col l ection of Income Tax at Source on WAages; the Federal
| nsurance Contributions Act ("FICA"); and the Federal
Unenpl oynment Tax Act (" FUTA").

Subpart B: If the Conpany's neal allowances
constituted wages to its enpl oyees, whether it was
reasonabl e for the Conpany not to wi thhold and pay
federal enploynent taxes on these all owances.

PROCEDURAL BACKGROUND

These coordi nated i ssues were approved by the Ofice
of Chief Counsel on March 1, 1994. Although these issues

are common to all industries, the exanples used herein
pertain to the utility industry for illustrative
pur poses.

FACTS

The Conpany is in the business of providing utility
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Service to its custoners. Overtine work and

energenci es are a routine part of the Conpany's business.

I n such situations, the Conpany has an established
practice of providing cash neal allowances to its
enpl oyees.* The Conpany provides the neal allowances
either in advance in the formof a cash allowance or as a
cash rei nmbursement of a neal expense. The Conpany
provi des a neal allowance every tine an enpl oyee works a
specified amount of overtime or performs services on a
non-wor k day or outside normal hours.

The practice of providing neal allowances is so
wel | -established that it is incorporated into the
Conpany's col |l ective bargai ni ng agreenment with the union
representing the Conpany's union enployees. Under the
col | ective bargai ning agreenent, the Conpany is
contractually liable to provide enpl oyees with a neal
when enpl oyees are prevented from observing their usual
meal practices.

Al t hough neal all owances are part of the Conpany's
col l ective bargai ning agreement with the enpl oyee uni on,
t he Conpany nmay al so provide neal allowances to non-union
or non-bargai ni ng but non- managagenent enpl oyees. The
maj ority of the meal allowances are provided to
producti on plant enployees and mai ntenance or trade
enpl oyees who are frequently required to renedy
situations jeopardizing uninterrupted utility service or
producti on. These enpl oyees are provided neal all owances
for meals consuned during the overtine period.

Al t hough t he Conpany has a conputerized accounting
system the Conpany has not integrated the data for neal
al l owmances with its payroll system Thus, the Conpany
commonly pays neal allowances from petty cash. The
Conmpany does not generally have records reflecting the

! Meal allowances are also commonly referred to as neal
rei mbursenents, cash reinbursenments, overtinme neals, cash
paynents, nmeals, or paynents. These guidelines will use the
term "neal allowances."
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total amount of meal allowances paid to individual
enpl oyees. The Conpany did not report any of the neal
al | owmances on its enployees' Fornms W2, and, accordingly,
did not wthhold and pay federal enploynent taxes on the
al I owances.

EXAM NATI ON DI VI SI ON''S POSI TI ON

| ssue One:

The Conpany's neal allowances did not satisfy
section 132(e) or neet the three conditions for
"occasi onal meal noney" under section 1.132-6(d)(2)(i) of
the final regulations or section 1.132-6T(d)(2) of the
tenporary regul ati ons, as applicable; therefore, the
al l owmances did not qualify for de mnims treatnent under
section 132(a)(4) and, consequently, constituted gross
income to the Conpany's enpl oyees under section 61.

| ssue Two:

Subpart A. Because the Conpany's neal all owances
were includible in the gross incone of the Conpany's
enpl oyees, the all owances are wages, subject to
enpl oynent taxes.

Subpart B. The Conpany could not have reasonably
bel i eved that the neal allowances were excludable from
the gross incone of its enployees when the all owances
were provided; therefore, the allowances fall within the
definition of wages and, consequently, were subject to
enpl oynment taxes when pai d.

TAXPAYER' S POSI Tl ON

| ssue One:

The Conpany's neal allowances satisfied section
132(e) and net the three conditions for "occasional neal
nmoney" under section 1.132-6(d)(2)(i) of the final
regul ati ons or section 1.132-6T(d)(2) of the tenporary
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regul ati ons, as applicable; therefore, the neal

al l owances qualified as de mnims fringe benefits under

section 132(a)(4), and, consequently, the neal allowances
were not inconme to the Conpany's enpl oyees under section

61.

| ssue Two:

Subpart A. Even if the neal allowances failed to
qualify as de mninms fringe benefits under section
132(a)(4), the meal allowances did not constitute wages
subj ect to enpl oynent taxes.

Subpart B. The Conpany had a reasonabl e belief that
the meal all owances woul d be excl udabl e under section 132
when paid. Therefore, the all owances were excepted from
the definition of wages and were not subject to
enpl oynent taxes.

| SSUE ONE

Whet her the Conpany's paynents of neal all owances
constituted gross incone to its enployees, or whether the
paynments of these allowances qualified for exclusion from
gross inconme as de mnims fringe benefits under section
132(a) (4).

A. Background on Taxation of Fringe Benefits.

The Deficit Reduction Act of 1984 ("DEFRA") anended
section 61(a) and added section 132 to the Code to
clarify the income tax treatment of fringe benefits.

Ef fective since January 1, 1985, section 61(a) provides
that gross incone neans all income from whatever source
derived, including (but not limted to) conpensation for
services, including fees, comm ssions, fringe benefits,
and simlar items. Consequently, a fringe benefit

provi ded by an enployer to an enployee is presuned to be
income to the enployee, unless it is specifically

excl uded from gross incone by another section of the
Code. See section 1.61-21(a) of the regul ations.
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I n adding section 132 to the Code, DEFRA substituted a
statutory approach for the conmpensatory-nonconpensatory
approach of prior law in determ ning what enployer-

provi ded benefits should be excluded fromincone. Before
DEFRA, the income tax treatnent of fringe benefits was
governed according to whether such benefits were deened
conpensatory. For exanple, the Service concluded in O D.
514, 2 C.B. 90 (1920) that cash paynents for "supper
nmoney"” were excludable fromincome under the
"conveni ence-of -t he- enpl oyer" doctri ne:

' Supper nmoney' paid by an enpl oyer to an enpl oyee, who
voluntarily perfornms extra | abor for his enployer after
regul ar busi ness hours, such paynment not being consi dered
addi ti onal conpensation and not being charged to the

sal ary account, is considered as being paid for the
conveni ence of the enployer and for that reason does not
represent taxable incone to the enpl oyee.

In 1977 the Suprenme Court renoved any renmining
vitality fromthe conveni ence-of-the-enployer doctrine in
Comm ssi oner v. Kowal ski, 434 U S. 77 (1977). In that
case the state of New Jersey reinmbursed its highway
patrol officers for neals they consumed while on duty.
The Court considered whether the reinmbursenents
constituted gross income under section 61(a) or whether
the rei mbursenments were excludabl e under section 119,
concerning neals and | odging furnished for the
conveni ence of the enployer.? Concluding that Congress,
in enacting section 119, unquestionably intended to
overturn the reasoning behind rulings like O D. 514,
whi ch were based on the enployer's characterization of a
payment, the Court held that the rei mbursenents were
gross income to the New Jersey officers under section 61
of the Code.

2 Generally, under section 119 enpl oyees may exclude the

val ue of meals furnished by an enployer if: 1) the neals are
furni shed on the business prem ses of the enployer; and 2) the
meal s are furnished for the conveni ence of the enployer. See
generally, section 1.119-1(a)(1) of the regul ations.
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Section 531 of DEFRA anmended section 61 to include fringe
benefits such as neal noney (e.g., neal allowances) in
gross incone and added section 132 to exclude only
certain fringe benefits fromincome. Thus, by the

begi nni ng of 1985, when the DEFRA anendnents becane
effective, the general rule was that fringe benefits such
as cash neal allowances and rei nbursenents were
includible in gross incone, subject to certain exceptions
provi ded under section 132.

B. General Law Di scussi on

Gross incone neans all inconme from whatever source
derived, including (but not limted to) conpensation for
services, including fees, comm ssions, fringe benefits,
and simlar items. See section 61(a). To the extent
that a particular fringe benefit is specifically excluded
from gross inconme under another section of subtitle A of
t he Code, that section governs the treatnment of the
fringe benefit. Section 1.61-21(a)(2) of the
regul ati ons.

Gross income does not include "de mnims" fringe
benefits. Section 132(a)(4). A de mnims fringe
benefit nmeans any property or service the value of which
is (after taking into account the frequency with which
simlar fringes are provided by the enployer) so small as
to nmake accounting for it unreasonable or
adm ni stratively inpracticable. See section 132(e)(1).

Frequency and val ue are separate elenents in
det erm ni ng whether fringe benefits are de mnims fringe
benefits under section 132(a)(4). Thus, to determ ne
whet her the nmeal all owances provided by the Conpany
qualified as de mnim s under section 132(e), the value
of the benefits and the frequency with which they were
provi ded to individual enployees nust be separately
considered. As the Joint Conmttee on Taxation
expl ai ned:

[ T he frequency with which any such benefits are offered
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may make the exclusion unavail able for that benefit,
regardl ess of difficulties in accounting for the
benefits.

General Expl anation of the Revenue Provisions of the
Deficit Reduction Act of 1984, Joint Conmttee on
Taxation, 98th Cong., 2d Sess., at 859 (1984).

For example, if an enployer provides an enpl oyee
with a single annual benefit of $1,000, the benefit has
been provided infrequently. However, since it is not so

smal |l in value as to make accounting for it unreasonable,
it does not qualify for de mnims treatnent under
section 132(a)(4). Likewise, if an enployer provides an

enpl oyee with bus fare each work day, the benefit in the
aggregate may not be great in value, but it is not de

m nims because it is frequently provided and, therefore,
accounting for it is not unreasonable or admnistratively
i npracticable. Determ nations of whether it was
unreasonabl e or adm nistratively inpracticable to account
for certain benefits are nmade based on the facts of each
case, using the elenents of frequency and val ue.

Unl ess ot herw se excluded by a provision other than
section 132(a)(4), the value of any fringe benefit that
woul d not be unreasonable or adm nistratively
i npracticable to account for is includible in the
enpl oyee's gross incone. Treas. Reg. 8 1.132-6(c); Tenp.
Treas. Reg. 8 1.132-6T(c). Consequently, the regul ations
provide that a cash fringe benefit is never excludable
under section 132(a)(4) as a de mnims fringe benefit,
except as specifically provided in special rules under
section 1.132-6(d)(2)(i) of the final regul ations or
section 1.132-6T(d) of the tenporary regul ations. Treas.
Reg. 8 1.132-6(c); Tenp. Treas. Reg. 8 1.132-6T(c).

The special rules under section 1.132-6(d)(2)(i) of
the final regulations add an additional |ayer of analysis
to the determ nation of whether certain cash fringe
benefits are de minims.®> This additional analysis

® The special rules under the tenporary regul ati ons are
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overlaps to a certain extent with the anal ysis under
section 132(e). For cash fringe benefits such as neal
al l owances to qualify as de mnims under section 1.132-
6(d)(2)(i) of the regulations, they nust be reasonable
and satisfy the followi ng three conditions:

1) The benefits are provided on an occasi onal basis;

2) The benefits are provi ded because overtinme work
necessitates an extension of the enployee's normal work
schedul e; and

3) The benefits are provided to enable the enployee to work
overti ne.

Under this second | ayer of analysis, a determ nation
must first be made concerni ng whether the fringe benefit
provi ded was reasonable. The termreasonable is not
defined in the regulations. However, reasonable
generally relates to the extravagance of the benefit
provi ded; on the other hand, the three conditions relate
to why and how the benefit was provided. Since neal
al l owances are negotiated with the Conpany, which
generally attenpts to keep neal allowances to a m ni num
t he reasonabl eness of the neal allowances will |ikely not
be an issue. The determ nation of whether the neal
al | owmances were reasonabl e nust be nade on a case-by-case
basi s.

The principal issue under the second | ayer of
analysis is condition one--whether the nmeal allowances
were provided on an occasional basis. \Whether the
benefit is furnished occasionally depends on the
frequency with which it is provided.* Meal allowances

di scussed in the section on the differences between the
tenporary and the final regulations.

* Hence, the issue of whether nmeal allowances were

provi ded occasionally under section 1.132-6(d)(2)(i)(A) is,
essentially, the sane issue as whether the nmeal allowances
were provided frequently under section 132(e).
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provided regularly or routinely are not provided on an
occasional basis. Treas. Reg. 8 1.132-6(d)(2)(i)(A).
The determ nation of whether meal all owances were
provi ded occasionally nust be made on a case-by-case
basi s.

The second and third conditions, generally, will not
be in issue. However, Exam nation may raise the third
condition as a basis for including neal allowances in an
enpl oyee's income if the all owances were not provided for
meal s consunmed during the overtime period. For exanple,
the Conpany may permt an enpl oyee to use the neal
al | owmance for purposes other than the purchase of a neal.

But the narrow exception provided under Treas. Reg. 8
1.132-6(d)(2) (i) only allows enpl oyees to exclude from
gross inconme occasionally-provided neal allowances that
enabl e the enpl oyees to work overtine. It does not
permt the Conpany's enpl oyees to exclude neal all owances
frominconme unless the neal allowances are attributable
to nmeal s consumed during the overtinme period.

| f meal all owances do not qualify for de mnims
treatment under the special rules of either the final or
the tenporary regul ations, no portion of the neal
al | owmances can qualify for de mnims treatnment. Treas.
Reg. 8§ 1.132-6(d)(4); Tenp. Treas. Reg. 8§ 1.132-6T(d)(4).

1. Di fferences between the tenporary and final regulations.

The final regulations differ fromthe tenporary
regulations in only a few respects. The princi pal
di fference concerns whet her enpl oyees may be aggregat ed
in determning the frequency with which neal allowances
have been provided. The tenporary regul ati ons cover the
period from January 1, 1985 through Decenber 31, 1988.
See Tenp. Treas. Reg. 88 1.61-2T; 1.132-1T through 1.132-
8T. The final regulations are effective begi nning on
January 1, 1989. See Treas. Reg. 88 1.61-21; 1.132-0
t hrough 1.132-8.

Under section 1.132-6T(b) of the tenporary
regul ati ons, the frequency with which neal allowances
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were provided to an enployer's enployees is "determ ned
by reference to the frequency with which the enpl oyer
provides the fringe benefit to each individual enployee."
The final regulations are the sane in this regard. But
where it would be adm nistratively difficult to determ ne
frequency for individual enployees, the tenporary
regul ati ons provide a rule of adm nistrative conveni ence.
Under the tenporary regulations, the frequency with
which simlar fringes are provided by the enployer is
determ ned by reference to the frequency with which the
enpl oyer provided the fringes to the aggregate of al
enpl oyees, rather than by reference solely to individual
enpl oyees. See section 1.132-6T of the tenporary
regul ati ons.

I n determ ni ng whether benefits qualify as de
mnims under the final regulations, there is no rule of
adm ni strative convenience permtting frequency to be
determ ned on an aggregate enpl oyee basis. Frequency is
determ ned on an individual enployee basis. See section
1.132-6(b). For exanple, if an enployer provides neal
al l owmances to five of 200 enpl oyees on a daily basis, the
val ue of the neal allowances is not de mnims for those
five enpl oyees, even though the all owances were provided
infrequently to the aggregate of the enployer's
enpl oyees. See section 1.132-6(b)(1) and (2).

In addition, the tenporary regul ations do not use
t he sanme special rules for cash fringe benefits.
Al t hough the tenporary regul ati ons do include speci al
rul es applicable to cash fringe benefits |ike neal
al l owances, the additional l|ayer of analysis for cash
meal all owances consists of only one of the el enments
included in the final regulations, as follows:

OCccasional nmeal nmoney . . . provided to an enpl oyee
because overtime work necessitates an extension of the
enpl oyee's normal workday is excluded as a de nmnims
fringe.

Tenp. Treas. Reg. 8§ 1.132-6T(d)(2). Thus, under the
tenporary regul ations, there are no additional
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requirenments to show that the nmeal all owances were
furni shed "occasionally" or that the neal allowances
enabl ed the enpl oyees to work overtine.>

2. Section 119 does not apply to the Conpany's neal
al | owances.

The val ue of the Conpany's neal allowances cannot be
excl uded from an enpl oyee's income under section 119 of
the Code. As noted earlier, enployees may generally
exclude the value of neals furnished by an enpl oyer under
section 119, if: (1) the nmeals are furnished on the
busi ness prem ses of the enployer; and (2) the neals are
furni shed for the conveni ence of the enployer. See
generally, section 1.119-1(a)(1) of the regulations. The
exclusion fromincone provided under section 119 applies
only to neals furnished "in kind" by an enployer. See
section 1.119(e) of the regul ations.

The Conpany furnishes neal allowances, not neals, to
its enpl oyees. Therefore, section 119 does not apply to
t he Conpany's neal allowances because neals are not
furni shed in kind.

C. Concl usi on.

Based on the foregoing discussion, the Conpany's
enpl oyees nust include in their gross incones, under
section 61, the value of neal allowances provided by the
Conmpany if the allowances fail to qualify as de mnims
fringe benefits under section 132(a)(4).

| SSUE TWO

A. If the nmeal allowances paid by the Conpany were

®> Even though there is no additional requirenent to show

that the neal allowances were provided occasionally under the
tenporary regul ations, the elenent of "frequency" under
section 132(e) neverthel ess applies during periods when the
tenporary regul ati ons appli ed.
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includible in the enpl oyees' gross incone, whether the
nmeal all owances constitute wages.

Bef ore DEFRA, the issue whether fringe benefits such
as neal allowances were wages had received inconsistent
treatnment. For exanple, in Central Illinois Public
Service Co., 435 U.S. 21 (1978), the Suprene Court held
that lunch "rei nmbursements” paid to enpl oyees on non-
overnight travel in 1963 were not wages subject to
federal incone tax w thhol ding. However, the Court
observed that when the definition of "wages" was
formul ated, congressional "comittee reports”
consistently stated that wages neant renuneration "if
paid for services perfornmed by an enpl oyee for his
enpl oyer." This explanation by the Court recognizes
that, even though the |lunch rei nbursenments were not wages
in 1963, the term wages includes paynments received by
enpl oyees for the performance of services.

As noted earlier, DEFRA anmended section 61(a) to
include fringe benefits in the definition of gross incone
and added section 132 to exclude only certain fringe
benefits from gross inconme such as de mnims fringe
benefits under section 132(a)(4). |In enacting DEFRA,
Congress al so addressed whet her fringe benefits were
wages for enploynent tax purposes. The Commttee Report
on the DEFRA anmendnents states:

Since the statutory term'renuneration’ is to be
interpreted broadly to include conpensation for services
whi ch have been perfornmed . . . benefits (such as

al |l owances for nmeals when the enployee is not away from
hone overni ght) which are not excluded under the
provisions of this bill or other statutory provisions are
subj ect to these enploynent taxes.

H. R. Rep. No. 432, 98th Cong. 2d Sess. 1609

(1984) (enphasi s added). This explicit reference to the
factual issue present in Central Illinois Public Service
Co. indicates that the issue of whether meal allowances
and rei nbursenents are wages had finally been resol ved.
Under both the tenporary and final regulations, a "fringe
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benefit provided in connection with the performance of
services shall be considered to have been provided as
conpensation for such services." See Tenp. Treas. Reg. §
1.61-2T(a)(3); Treas. Reg. 8 1.61-21(a)(3).

DEFRA al so nade cl arifying amendnents to the
follow ng enpl oynent tax sections: 3121(a)("FICA")
3306(b) ("FUTA"), and 3401(a)("w thholding”). These Code
sections and sections 31.3121(a)-1(b), 31.3306(b)-1(b),
and 31.3401(a)-1(a)(1) of the Enploynent Tax Regul ati ons
provide that the term "wages" neans all renmuneration for
enpl oyment unl ess specifically excepted. The clarifying
amendnments to the enploynent tax provisions resulted in
the addition of sections 3121(a)(20), 3306(b)(16), and
3401(a)(19) to the Code. Under these sections, an
enpl oyer may exclude fringe benefits from wage treatnment
only if, at the tinme the benefit is provided, the
enpl oyer reasonably believes that the fringe benefit is
excl udabl e fromincone under section 132. See also Tenp.
Reg. 88 31.3121(a)-1T; 31.3306(b)-1T; and 31.3401(a)-1T.

The anmendnents to sections 3121, 3306 and 3401 were
intended to and, indeed, did change prior law, including
the rule in Central Illinois Public Service Co. Unless
an enpl oyer reasonably believes that occasi onal neal
al l owances fall within the narrow definition under
section 132(e), the allowances constitute wages, subject
to enpl oynent taxes.

B. If the meal allowances paid by the Conpany constituted
wages, whether it was reasonable for the Conpany not to
wi t hhol d and pay federal enploynent taxes on these
al I owances.

| f the Conpany wi shes to argue that the neal
al l owances and rei nbursenents are excepted fromthe
definition of wages by virtue of sections 3121(a) (20),
3306(b)(16), and 3401(a)(19), based on a reasonable
belief that the all owances woul d be excl udabl e under
section 132 when the all owances were furnished, it is
obligated to have had, at a m ninmum an understandi ng of
the law and to have applied the law to its practices of
provi ding nmeal allowances. 1In this way, the existence of
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a reasonabl e belief from excluding the benefits was based
on a reasoned judgnent. The exclusion for wages was not
triggered nerely by the Conpany's assertion that it
applied.

To have had a reasonabl e belief when it provided
meal all owances for overtinme neals, the Conpany nust show
that the value of the neal allowances was (after taking
into account the frequency with which simlar fringes
were provided by the enployer) so small as to make
accounting for them unreasonable or adm nistratively
i mpracticabl e.

I n cases where the tenporary regul ati ons apply,® the
frequency with which the Conpany provided neal all owances
is based on the frequency with which the Conpany provided
the fringe benefit to each individual enployee. However,
if the Conpany can show that it was adnmi nistratively
difficult to have determ ned frequency for each
i ndi vi dual enpl oyee, the Conmpany may show the frequency
with which it provided the allowances to the aggregate of
all its enployees, rather than its individual enployees.

See section 1.132-6T of the tenporary regulations. In
addi tion, the Conpany nust show that it satisfied the
special rule for cash paynments under section 1.132-6T.
That is, the meal allowances were provi ded because
overtime work necessitated an extension of the enployee's
normal wor kday. Tenp. Treas. Reg. 8§ 1.132-6T(d)(2).

In cases where the final regulations apply,’ there is
no rule of adm nistrative convenience permtting
frequency to be determ ned on an aggregate enpl oyee
basis. Therefore, the Conmpany nust show the frequency
with which it provided the all owances based on an
i ndi vi dual enpl oyee basis. See section 1.132-6(Db).

® The tenporary regul ations cover the period from January

1, 1985 through Decenmber 31, 1988.

" The final regulations are effective begi nning on
January 1, 1989.
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Furthernmore, since the neal allowances are provided in
cash, the Conpany nust show that it satisfied the three
condi tions under the special rules in section 1.132-
6(d)(2)(i). Thus, under subparagraph (A) the Conpany
must establish that the cash paynments were nmade on an
occasi onal basis. Under subparagraph (B), the Conpany
must show that the neal allowances were provided because
overtime work necessitated an extension of its enpl oyees’
normal work schedul e. Under subparagraph (C), the
Conpany must show that the nmeal all owances enabl ed the
enpl oyee to work overtinme; in other words, the Conpany
must show that the neal allowances were used to purchase
neal s.

Unl ess the Conpany can show both that it met section
132(e) and that it conplied with the conditions specified
under the regul ations--when it provided neal allowances--
t he Conpany cannot have had a reasonabl e belief that the
meal all owances woul d be excl udabl e under section 132
when the all owance was furnished.?®

C. Concl usi on

I f the Conpany's neal allowances constituted gross
income to its enpl oyees, the allowances were wages,
subject to enploynent taxes, unless an exception applied.
Under section 3401(a)(19), an exception to wages is
provi ded for any benefit, if at the time the benefit is
furnished, it is reasonable to believe that the enpl oyee

8

The Conmpany may rely on Central Illinois Public Service
Co. v. United States, 435 U S. 21 (1978) to argue that its
failure to wthhold was reasonabl e due to the |ack of clear
gui dance concerning "occasional" neal noney. However, this
argument should be rejected. Even if the |aw were unclear in
1963 concerni ng whet her |unch reinbursenents were wages, the
Conmpany's all owances were paid after the anmendnment of section
61 and the enactnment of section 132 under DEFRA. In other
words, the Conpany's neal allowances were paid when there was
cl ear gui dance on the enploynent tax treatnent of these neal
al I owances.
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will be able to exclude the benefit fromincone under
section 132. To qualify for the exception to w thhol ding
under section 3401(a)(19), the Conmpany nust show it
satisfied section 132(e) and conplied with the conditions
under the regul ations--when it provided the all owances.®

SETTLEMENT GUI DELI NES

| SSUE ONE

® The sane concl usion applies concerning the Conpany's

obligation to have withheld and paid FICA and FUTA taxes. See
sections 3121(a)(20) and 3306(b)(16).

1 As expl ai ned above, where it would be administratively
difficult to determ ne frequency for individual enployees, the
tenporary regul ations provide a rule of admnistrative
conveni ence. Frequency may be determ ned by reference to the
frequency with which the enployer provides the fringes to the
aggregate of all its enployees, rather than by reference to

i ndi vi dual enpl oyees. See section 1.132-6T of the tenporary
regul ati ons.

* FOR OFFICI AL USE ONLY *



-18-

Settl enent Gui delines: Meal Al Il owances

* FOR OFFICI AL USE ONLY *



-19-

Settl enent Gui delines: Meal Al Il owances

-For Official Use Only -

* FOR OFFICI AL USE ONLY *



-20-

Settl enent Gui delines: Meal Al Il owances

-For official use only-

* FOR OFFICI AL USE ONLY *



-21-

Settl enent Gui delines: Meal Al Il owances

-For Oficial Use Only-

* FOR OFFICI AL USE ONLY *



